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Abstract 
In a society in which the economy was affected by the financial crisis, managers need to effectively manage their available 
resources. Consequently there is a need for a portfolio of bonds that is required by the necessity of financial resources when 
companies need to borrow large sums of money, which a single bank can not provide. This paper presents the need for a better 
management of the portfolio of bonds, and the steps taken in achieving this objective. To achieve this operation, in article is 
suggested to carry out analysis of the rate of return on assets, compared with interest rates in the financial market, as well as 
forecast of the interest rate and portfolio adjustment. Consequently, the efficiency criterion defines an efficient portfolio the one 
that for a given value of return rate of return or minimizes variance for a given variance of return, maximizes its hope.  
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1. Introduction 
In a national economy exists and operates specialized markets in which supply and demand meet financial assets 
and adjust free or directed. The existence of demand and supply of financial assets characterize any economy 
regardless of its degree of development, because only they can lead to the necessary resources to develop production 
of goods and services in companies. In this complex system of specialized markets, a particularly important role 
occupied financial market. Financial market is long-term capital market, the market that are issued and traded 
securities that serve as support for the exchange of capital; is one that is buy and sell financial assets without being 
changed nature. Whatever form of organization, any business, to be operational, must be active, and to purchase 
them, companies must have capital (Fama and French, 1992).Companies raise capital by issuing securities. Also, in 
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case of cash on hand, organizations place the capital in the financial markets, which is the meeting place of the 
supply of funds available for investment with the need for long-term capital assets issued by sectors of economy and 
state. The financial market is the market specializing in making transactions with financial assets maturing in the 
medium and long term, serving to facilitate, in a framework organized near the saved resources at different holders 
in the economy, the resource needs of business users. Scientific and technical progress of the securities market, 
forming large stock centers contributed significantly to increasing capital investment and investment institutions. 
The application of new information technologies requires the need to know all the sources generating profits with a 
tolerable risk (Field and Filanosky, 2009). One way would be to invest in equity or financial securities borrowed. 
The most reasonable is that these securities are different, so the investor with the opportunity to form a diversified 
portfolio of securities: while behaving title return and high risk, others as compensation premiums may be carrying 
profitability and lower risk, ie the loss of one can be offset by other gains. In other words: a title equals more 
profitable less risky securities. Therefore it is necessary that those who have capital and want to invest it to know in 
which sector of the economy is better to invest that are more preferred securities, which are more profitable, which 
are carrying high risk for reality to match investor expectations. The world is obsessed with risk. The great and 
legendary businesses were built, almost without exception on risk (Borghesi and Gaudenzi, 2012). The purpose of 
this paper is to research the bond portfolio management defined in the theory and practice of the world, in order that 
the investor to be able to create a comprehensive view about the notion of investment portfolio and may take 
appropriate decision when is necessary. 
2. State-of-the-art on the bonds 
2.1. Definition of bonds 
The global financial market is developed for the exchange of capital, including foreign exchange and money 
markets. Freedom of movement of capital internationally is an important condition for the proper functioning of the 
global economy. Financial market there is a relationship between supply and demand for financial capital, operating 
in the international arena as purchase and payment facilities, credit, investment resources (Luchian, 2013). In 
Romania the capital market has developed in recent years, but the local stock market has developed based on shares 
traded bonds remain relatively low value. Reasons for slower development of fixed-income securities market may 
be related to lack of government bonds trading on the stock small number of issues, not least, the increasing trend of 
indices. In 2008, bonds issued by the Romanian state began to be traded on the stock exchange and market context 
has changed dramatically, the main indices of the BSE registering a sharp decline. In these circumstances, the 
market liquidity of fixed income instruments increased significantly, investor interest is increasingly higher for 
them. In this decade, companies can use a variety of financial instruments for placing financial resources. Besides 
traditional deposits, companies can opt for capital market instruments such as bonds. Companies that hold a 
portfolio of such securities need to effectively manage, including tax perspective, to avoid potential costs (Baxter 
and Rennie, 1995). Bonds are the most popular financial instruments present on stock markets. Called primary 
securities, bonds underlying shares most traded financial instruments built and over time developed stock markets. 
Over the last years many authors have tried to capture the essence of bonds concept. A synthesis of the bonds 
definitions and approaches that are relevant to the presented research context, are summarized in Table 1.The 
presented definitions and the associated concepts provide a useful framework for understanding the role of bonds. 
Table 1.Synthesis of the bonds definitions 
Author Year Bonds definition and approach 
Ioan Popa  1993 Bonds are securities key of an amount receivable to 
the holder of the issuer which may be the state, a 
public body or a company. They give the holder the 
right to collect an interest and will be redeemed at 
maturity by the issuer; thus recovering investor capital 
in exchange for bonds advanced (Popa, 1993). 
Carmen Cordureanu and 1996 The bonds a negotiable investment instrument that 
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Flavia Branea  gives its holder the right to long-term debt of the 
issuer. These securities are placed on the capital 
market, usually through financial investment 
companies (Cordureanu and Barnea, 1996). 
John Dalton 1999 Bonds represent a loan given by the holder of the 
bond issuer. Usually a bond holder receives interest 
payments, no dividends, no voting rights and is 
promised that the loan amount due will be refunded. A 
bond is a fixed - income security, a senior security and 
interest payments they must be fully paid before the 
holders of shares of the same companies to receive 
dividends (Dalton, 1999). 
Anca Fodi, Liana 
Constantinescu and 
Nicolae Postavaru 
1999 Bonds are debt securities of an issuer. Issuer may be 
state body or a company. These securities entitle 
collection of interest at maturity set their naps. Title 
maturity may be redeemed by the issuer; the investor 
recovered and advanced capital (Fodi et al., 1999). 
Carmen Cordureanu and 
Flavia Branea 
2001 The bond is a negotiable financial security that gives 
the holder a claim on the issuer's medium and long 
term security (Cordureanu and Barnea, 2001). 
Virginia Maracine, Emil 
Scarlat and Laura 
Calancia 
2002 The bond is a fixed credit title that serves as long-term 
capital mobilization to realize the objectives of the 
State or individuals with the right to issue bonds. This 
title is a loan bears an interest payable periodically 
conducted through securities that require a cash 
benefit at a specified time (Maracine et al., 2002) 
Adrian Nitu 2002 The bonds are part of long-term debt securities are 
securities and securities while primary, with a 
secondary market, the tradable on organized markets 
(Nitu, 2002). 
Aurora Murgea 2004 Bonds are debt securities issued by applicants tremen 
medium and long term funds, which give the holder 
the right to obtain a fixed income in the form of 
interest. Also, the subscriber has the right to return the 
borrowed amount within the deadline, without 
participating in any way the conduct business activity 
(Murgea, 2004) 
Victor Stoica and Adriana  
Gruia 
2006 The bond is a financial instrument that gives the 
holder a negotiable investment as the medium and 
long term debt of the issuer, the owner is obliged to 
pay the amount borrowed some form of interest 
income and maturity to repay the borrowed capital 
(Stoica and Gruia, 2006). 
Vasile Duran 2006 The bond is the interest security issued by the issuer 
agrees to pay the owner, from time to time a sum of 
money called a coupon, and to repay the full or 
remaining maturity (Duran, 2006). 
2.2. Typology of the bonds 
Economic rationale of securities and capital market is for organizations to procure capital base as wide and as 
low cost, and for savers to invest more profitable and risk as low. A company or commercial socieatate which 
establishes or develops will use the capital market only if it offers them greater advantages than if they appeal to its 
own reinvestment profit, and the saving will invest the money in bonds only if they offer them an income higher 
than starting your own business, entering into a partnership or a deposit. The emergence and development of the 
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capital market at the current size shows that it is advantageous for both parties and therefore emerged as a segment 
not only useful, but indispensable financial market. As a result of exchange rate movements on bonds and money 
market interest rate, the return to investors or companies issuing suntaleatorii cost. Uncertainty and risks to future 
income have led to a wide variety bonds with different characteristics tend to reduce as much as possible risks. In 
the new economy in which financial practice is developed are know several types of bonds (Ferrandier and Koen, 
1997): 
x Fixed rate bonds - Such securities carries a fixed coupon rate, which increases with additional interest by 
financial results the society and first minimum repayment. For this type of bond issuer advantage is that the 
remuneration paid to do not grow only to the extent that enable financial results. 
x Floating rate bonds - This reduces the risc of rate bond holders and issuers of loan term for this type of bond 
because interest changes while the general rate fluctuation of interest. The coupon amount is adjusted with 
changes in the money market. When interest rates rise, the interest (coupon) payments change (increase) 
accordingly; when the interest rate falls, falls and interest. 
x Indexed bonds - It also called bonds with variable income. These bonds allow subscribers to defend against the 
effects of rising prices by maintaining purchasing power of bonds, as it provides that the amount and sometimes 
interest and redemption premium will vary depending on currency index or non-monetary and a ceiling. The 
issuer undertakes to update the value of bonds and sometimes their interest using a rate agreed with the investor. 
Accordingly, the issuer assumes the risk of price increases compensation being borne by the company, ie the 
shareholders. 
x Convertible bonds - Convertible bonds give the holder the opportunity to choose between staying only holder of a 
right to claim against the issuer or to change the position of the lender with the owner. This transformation may 
be limited in time, the option to change the bonds into shares which can be exercised only during a predetermined 
period. 
x Bonds repayment - the first issue, certifying the holder the right to receive at maturity an amount equal to the 
nominal value (which is bigger than the purchase price); difference is the premium. 
x Zero coupon bonds - Bonds issued by corporations and municipalities, beginning in the early 80s, the investors 
do not receive interest in the form of periodical payments but instead is sold at discount, in most cases, to the 
nominal value, ie at a lower price than thereof. These securities are redeemed at face value at maturity. 
x Adjustable- rate bonds - coupon rate is updated regularly to a reference rate plus a spread. 
Considering the types of bonds mentioned above, in Table 2 are presented several characteristics. 
      Table 2.Characteristics of bonds 

















Fixed rate bonds - + 0 0 + + 
Floating rate bonds - ++ 0 0 + + 
Indexed bonds + ++ 0 0 ++ + 
Convertible bonds + + + + + + 
Bonds repayment + + + + 0 + 
Zero coupon bonds - + 0 0 ++ + 
Adjustable- rate 
bonds 
- ++ 0 0 + + 
The symbols in the table have the following meanings: 
x + Positive influence on the specified feature 
x ++ Positive influence, normal and additional  
x - Negative influence on the specified feature  
x 0 Absence of specified feature 
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3. Bonds Portfolio Management 
3.1. Overview of bonds portfolio 
Portfolio theory is a complex approach to the decision to invest, which allows an investor to classify, estimate 
and control the type, size and risk and estimated gain. An essential element of portfolio theory is that it quantifies 
the relationship between risk and reward, and the assumption that investors must be compensated for the risks they 
take. Portfolio theory starts from traditional securities analysis, focusing on the determination of the efficient 
portfolio (the securities enter it and in what percentages). Portfolio theory was founded by Harry Markowitz in 
1952. In defining his theory, he leaves the notion of optimal portfolio: portfolio which offers a maximum return for 
a given level of risk or the minimum risk for a given level of profit. According to this theory a rational investor will 
choose an optimal portfolio bonds. It can be summed up as a bonds portfolio and has the following characteristics 
(Markowitz, 1952):  
x Two key elements of a portfolio are expected average income and risk 
x Rational investors will place funds in efficient portfolios, which are those that either maximizes profit for a given 
level of risk, or minimize the level of risk for a given rate of profit desired 
x Ability to identify efficient portfolios by analyzing information relating to each financial asset income, this 
income variation and the relationship between the income of a financial and other income securities available in 
the financial market 
The portfolio is a collection of securities available to a person or company, undertaking, at some point, which is 
composed of stocks, bonds, or other securities purchased from the issuer or in the secondary market, in order to 
obtain future profitability. Each investment or capital investment should be treated in the general context of 
investment. It needs to be done distinguish of the individual investments, representing investments in various 
securities individually, most comprehensive, consisting of all securities and forming a portfolio.  
The term "portfolio" in the art is addressed in several ways such as (Campbell and Viceira, 2002):  
x All the different types of financial securities issued by a corporation 
x All types of securities owned by an investor 
x All areas addressed by the mutual fund investment  
In world practice under the notion of investment portfolio means a set of financial securities that belong to a 
natural or legal person, read as a whole object management. This means that the portfolio formation and further, 
changing the composition and structure of the manager - investment manager formed a new dimension to a 
relationship driven - risk / return. But the new portfolio is in itself a set of corporate bonds with varying degrees of 
risk and safety and fixed income securities, guaranteed by the state, etc. with minimal risk to the initial and 
subsequent institution. Theoretically, the portfolio may consist of financial securities of the same type, and also to 
change the way the structure of substitution of other securities. But each financial asset in the individual can not 
achieve such an outcome (Campbell et al., 2001). The purpose of the portfolio is to improve conditions for 
investment, providing financial securities investment components as features that are unachievable in terms of each 
security taken in hand and are only possible when combining them. In this way the portfolio formation process 
achieve a new quality investment to certain features. Bond portfolio is the tool with which the investor shall provide 
a certain level of profitability with minimum risk. Income investment portfolio presents the overall profit of totality 
bonds included in a portfolio or another with a certain risk. Appears quantitative relationship between profitability 
problem and risk, wich must be addressed in order to improve ongoing operational portfolio structure already 
formed and formation of new portfolios in conjunction with the wishes of investors. It should be noted that this issue 
relates to those issues to resolve fairly quickly which a common scheme to solve is, but practically not settled until 
the end. 
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3.2. Managing bonds portfolio 
The necessity of including bond securities in a diversified portfolio structure involves knowing how bonds can be 
evaluated in this regard, evaluation of these tools involves the theoretical value of their real appreciates against 
which the bond market rate to take decision purchase or sale of these instruments. Financial instruments valuation 
approach focuses on determining bond rates. Analysts acting capital markets trying to provide the companies issuing 
profit to make recommendations for buying or selling of financial instruments by investors. The bond portfolio 
management is envisaged that bond volatility is a real measure and therefore exact exchange rate developments in 
relation to the development of the bond market interest rate. Bond volatility can be gauged in relation to maturity 
and coupon rate. Modern methods of management of portfolios are based, essentially, on the bond portfolio. Internal 
analysis of the return and risk can extend to all stock investments. This is why we have made the study of fixed-
income securities in a diversified portfolio framework. Under a policy of diversification of portfolio theory justify 
adding bonds to assets held. Investing in bonds also requires a good knowledge of the factors that influences the 
value of an investment in bonds (LeRoy and Werner, 2002). The process of managing the liabilities is based on 
estimating the cash flows they generate them. For some securities income flows are easily determined as a bond 
interest, but generally these are estimates. Another component of the process of managing the rate of return on 
bonds is expected, since flows are generated in the course of time and carries a degree of risk. Fluctuations in 
interest rates lead to significant volatility rate of a bond. Trained risk depends on the characteristics of the bond, but 
its size is not proportional to the increasing function of maturity title. This disproportionately implies that the risk of 
a portfolio is equal to the average lifetime risk appropriate portfolio. Thus, financial institutions adjust sensitivity 
portfolios, as life expectancy; commit errors more or less important. On the other hand even if the risk of bankruptcy 
is absent, bond fixed rate of interest is risky for an investor (Viviani, 2001). Return on investment in a bond is that if 
the classical bonds, the coupon is safe but fixed while in the case of shares, dividends are uncertain, but may grow 
without bound. The risk of a bond arises from the fact that its value fluctuates depending on the interest rate in effect 
for instruments with the same maturityThe risk of a bond may be derived from the risk of bankruptcy of the issuer. 
If the issuer is represented by the state, this risk is negligible. 
Summarizing, the process of managing the bonds comprises three stages: 
x Analysis of economic alternatives and markets in financial instruments. The goal is to decide how economic 
resources are allocated between carrying various panel types of financial instruments 
x Sectoral analysis of alternatives. Based on economic and market analysis, determine which economic sectors and 
development prospects will suffer a regrind. 
x Analysis of individual bonds, after selecting the most prosperous economic sectors to determine which 
organizations within an industry are most prifitabile and are undervalued by the market. 
4. Conclusions 
In conditions of economic globalization occurs worldwide integration of financial markets in a global financial 
market. This process should be viewed in the context of developments occurring in the world economy, in 
conjunction with economic processes and phenomena, with increasing interdependence of national economies, 
taking into account the cooperation in production between firms located in different countries and gain international 
commerce. Developing markets internationalization is stimulated by regional economic integration, as the revolution 
in computing and telecommunications, whose progress was reflected beneficial on the dynamic of capital flows. The 
degree of globalization of national financial markets is different, depending on financial products considered: short 
term or long term, currencies, bonds or shares (Black and Litterman, 1992). A portfolio diversified across economic 
sectors will be less risky compared to a portfolio containing securities of a single branch. So investment portfolio 
managed optimally, is, in most cases, a way to obtain income and a method of controlling risk if the financial market 
investments. 
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